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7KHVHUYLFHVRIIHUHGE\1DWLRQDO6RFLDO6HFXULW\,QVWLWXWH166,
$FFRUGLQJ WR WKH /DERU /HJLVODWLRQ LQ %XOJDULD WKH6RFLDO 6HFXULW\ 6\VWHP REOLJDWRU\
LQFOXGHV DOO ZRUNHUV LQ VWDWH SXEOLF FRUSRUDWH DQG SULYDWH HQWHUSULVHV DQG
RUJDQL]DWLRQVRUMRLQWYHQWXUHV7KHW\SHRIWKHZRUNLWVFRQWLQXDWLRQDQGWKHZD\LWLV
SDLGIRUGRHVQRWUHMHFWWKHREOLJDWLRQIRULQVXUDQFH
7KHVRFLDOVHFXULW\VHUYLFHVDUHSURYLGHGWKURXJK6RFLDO6HFXULW\)XQGZKLFKLVUXQE\
166,
7KHPDLQLQFRPHVLQWKH6RFLDOVHFXULW\)XQGDUHFROOHFWHGWURXJK
x FRQWULEXWLRQVWRWKHIXQGZKLFKYDU\EHWZHHQWKHFDWHJRU\RIWKHODERUDQGWKHULVNV
FRYHUHG
x VXEVLG\IURPWKH6WDWH%XGJHWLIQHHGHG
x WUDQVIHUVIURPWKH6WDWH%XGJHWIRUVSHFLDONLQGRISHQVLRQV
7KHPDLQH[SHQGLWXUHVRIWKHIXQGFRQVLVWRI
x EHQHILWVPRQWKO\DLGVIRUFKLOGSHQVLRQV
x DLGV DFFRUGLQJ /DERU /HJLVODWLRQ &K ,,, LOOQHVV EHQHILWV SURIHVVLRQDO GHFHDVH
ODERUKD]DUGSUHJQDQF\FKLOGELUWKHWF
x SHQVLRQLQGH[DWLRQ
6WUXFWXUHRILQFRPHV
$FFRUGLQJ WR WKH1DWLRQDO6WDWLVWLFDO ,QVWLWXWH 16, WKHHPSOR\HHV IRU WKHKDYH
WRWDOHG DERXW     RI WKHP ZHUH HPSOR\HG LQ WKH SXEOLF VHFWRU DQG
  LQ WKH SULYDWH VHFWRU 6RFLDO VHFXULW\ FRQWULEXWLRQV LQWR WKH 1DWLRQDO 6RFLDO
6HFXULW\,QVWLWXWH166,EXGJHWIRUDUHJLYHQEHORZ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7KH GLVFUHSDQF\ EHWZHHQ WKH SHUFHQW RI HPSOR\HHV LQ HDFK VHFWRU DQG WKH UHODWHG
FRQWULEXWLRQVFRXOGKDYHEHHQHYHQELJJHUVLQFHWKHVWDWHVHFWRUHQWHUSULVHVDUHVWLOOLQ
DUUHDUVWRWKHVRFLDOVHFXULW\EXGJHWZLWKPRUHWKDQRIWKHWRWDOFRQWULEXWLRQVWKH\
KDGWRPDNH7KLVGLVSURSRUWLRQFDQEHDWWULEXWHGWRWKHIROORZLQJUHDVRQV
x WKHORZEDVHRIWKHLQFRPHRQZKLFKWKHFRQWULEXWLRQVDUHFDOFXODWHGE\WKHSULYDWH
VHFWRU 7KH %XOJDULDQ OHJLVODWLRQ OLPLWV WKH LQFRPH RQZKLFK WKH FRQWULEXWLRQV DUH
GHWHUPLQHGIURPRQHWRHLJKWPLQLPXPZDJHVDQGWKHPRVW IUHTXHQWO\XVHG LV WKH
ORZHVWOLPLW$PRUHGHWDLOHGUHVHDUFKRYHUWKHGDWDIRUVKRZVWKDWRQO\DERXW
RIVHOIHQVXUHGSHRSOHSD\LQVWDOOPHQWVRIRIWKHPLQLPXPZDJHWRFRYHU
DOO ULVNV ZKLOH WKH UHVW PDNH SHQVLRQ FRQWULEXWLRQV HTXDOHG WR  RI WKH
PLQLPXP ZDJH 6XFK D EHKDYLRU LV UHDVRQDEOH VLQFH D KLJKHU VRFLDO LQVXUDQFH
FRQWULEXWLRQVGRQRWJXDUDQWHHKLJKHUSHQVLRQ LQ WKH IXWXUH ,Q WKHVDPH IDVKLRQ LI
RQH SHUVRQ ZRUNV DW PRUH WKDQ RQH MRE VKH XVXDOO\ SUHIHUV WR VHOHFW WKH ORZHVW
LQFRPHIRULQVXUDQFH7KHVRHVWDEOLVKHGSHQVLRQV\VWHPGLUHFWVPXFKOHVVPRQH\
WRWKHSHQVLRQHUVFRPSDUHGWRWKHLQFRPHUHFHLYHGE\ZRUNHUV
x 7KHVHFRQGUHDVRQVWHPVIURPWKH/DERU&RGHFKDSWHU,,,DUWLFOHDFFRUGLQJWR
ZKLFK HYHQ LI WKH HQWHUSULVH GRHV QRW SD\ WKH REOLJDWRU\ FRQWULEXWLRQV HOLJLEOH
ZRUNHUV UHFHLYH WKHLU EHQHILWV 7KLV HQFRXUDJHV HPSOR\HUV WR UHJLVWHU WKH
HPSOR\HHV LQ WKH VRFLDO VHFXULW\ V\VWHP VLQFH WKH GXH EHQHILWV DUH SDLG
DXWRPDWLFDOO\E\WKHIXQG7KLVH[SODLQVZK\RQO\RIWKHSULYDWHHPSOR\HUVSD\
FRQWULEXWLRQVWRWKH6RFLDO6HFXULW\)XQGEDVHGRQWKHPLQLPXPZDJH
6WUXFWXUHRIH[SHQVHV
$FFRUGLQJ WR WKH%XOJDULDQ OHJLVODWLRQ WKH LQVXUDQFH FRQWULEXWLRQV DUH SURSRUWLRQDO WR
WKHUHFHLYHGLQFRPHDOWKRXJKWKHSHUFHQWYDULHVDPRQJWKHGLIIHUHQWODERUFDWHJRULHV
GXH WR WKH GLIIHUHQW UHWLUHPHQW DJH +RZHYHU VXFK LQVWDOOPHQWV FRYHUHG QRW RQO\
SHQVLRQVEXWLOOQHVVEHQHILWV ODERUKD]DUGVFKLOGELUWKPRWKHUKRRGDQGVRRQ,QWKH
PRVWFRPPRQFDWHJRU\RIODERUWKHFRQWULEXWLRQFRQVLVWVRI
x RIWKHEDVHLQVXUDQFHLQFRPHIRUSHQVLRQRIWKHWRWDOFRQWULEXWLRQ
x RI WKHEDVH LQVXUDQFH LQFRPH IRUPRWKHUKRRG LOOQHVVEHQHILWV HWF RI
WKHWRWDOFRQWULEXWLRQ
x RIWKHEDVHLQVXUDQFHLQFRPHIRUODERUKD]DUGVDQGDFFLGHQWVRIWKHWRWDO
FRQWULEXWLRQ
6WUXFWXUHRI WKH1DWLRQDO6RFLDO6HFXULW\ ,QVWLWXWH 166,H[SHQVHV IRUVRFLDO VHFXULW\
DFWLYLWLHVLVJLYHQEHORZ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7KH DERYH GDWD UHYHDOV WKDW WKH SHQVLRQ H[SHQGLWXUHV FRQVXPH DOPRVW WKH HQWLUH
DFFXPXODWHGIXQG+HQFHWKHFRQWULEXWLRQUDWHIRUSHQVLRQVLVWR LQFRPHLQVWHDG
RI WKH QRUPDWLYH  ,WPHDQV WKDW WKH SXEOLF VHFWRU LV WKHPDLQ FRQWULEXWRU WR WKH
6RFLDO6HFXULW\)XQG
7KHVRGHVFULEHGPLVPDWFKH[SODLQVWKHVLJQLILFDQWGHILFLWLQWKH6RFLDO6HFXULW\)XQG

7KHWRWDOFRQWULEXWLRQLVPDGHE\WZRSDUWWKHILUVWSDUWLVSDLGE\WKHHPSOR\HUDQGHTXDOVHLWKHU
RURIWKHEDVHLQVXUDQFHLQFRPHDFFRUGLQJWRWKHGLIIHUHQWODERUFDWHJRULHV7KHVHFRQGSDUWLV
DOZD\VDQGLVSDLGE\WKHHPSOR\HH$OOFRQWULEXWLRQVDUHVXEWUDFWHGIURPWD[DEOHLQFRPH
%LUWK5DWH(QFRXUDJHPHQW’HFUHH
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7KHELJYDULHW\RIULVNVFRYHUHGE\WKH6RFLDO6HFXULW\)XQGPXVWEHVHSDUDWHG’XHWR
WKHELJSDUWRISHQVLRQV LQ WKHVRFLDOSD\PHQWV WKHVWUHVVRI WKLVSDSHU LVSXWRQ WKH
HVWDEOLVKPHQWRI VHSDUDWH3HQVLRQ)XQG 7KHDQDO\VLVRI WKH WZRPDLQ UDWLRV IRU WKH
SHQVLRQLQVXUDQFHGHSHQGHQFHUDWLRDQGUHSODFHPHQWUDWLRLVPDGHEHORZ
)RUWKH\HDUWKH’5KDVEHHQFDOFXODWHGWREHDQGWKHUDWLREHWZHHQWKH
DYHUDJHZDJHLQWKHSXEOLFVHFWRUDQGWKHDYHUDJHSHQVLRQ7KHODVWQXPEHULV
FORVH WR WKHVRFDOOHGUHSODFHPHQWUDWLR 55EXW LW LVRYHUYDOXHGDVVXPLQJ WKDW WKH
DYHUDJHZDJHLQWKHSULYDWHVHFWRULVKLJKHUWKDQLQWKHSXEOLFRQH
7KHGDWDIURP16,IRUWKHDJHVWUXFWXUHRIWKHSRSXODWLRQDQGIURP166,IRUWKHDJH
VWUXFWXUHRIWKHSHQVLRQHUVKDYHEHHQXVHGWRPDNHDQDJHVWUXFWXUHIRUHFDVWRIWKH
SRSXODWLRQXQWLOWKH\HDU7KLVIRUHFDVWDVVXPHV
x DOOSHRSOHDERYHDUHHLWKHUSHQVLRQHUVXQHPSOR\HGPRWKHUVRUZRUNHUV
x DOOZRUNLQJSHRSOHSD\WKHLUFRQWULEXWLRQVWRWKH6RFLDO6HFXULW\)XQG
x WKHDYHUDJHZDJHHTXDOV
x WKHUHLVRQO\RQHODERUFDWHJRU\
x RIWKHSRSXODWLRQLVXQHPSOR\HG
x WKHDQQXDOSHUFHQWRIPRWKHUVWRWDOVRIWKHZRPHQEHWZHHQDQG
x WKHDQQXDOSHUFHQWRIVWXGHQWVWRWDOVRIWKHSHRSOHVEHWZHHQDQG
x RIVWXGHQWVDUHHPSOR\HG
x DVLQJOHSHQVLRQFRQWULEXWLRQHTXDOVRIWKHPRQWKLQFRPH
x WKHUHLVRQO\SHUVRQDOSHQVLRQV
:LWKWKHDERYHPDGHDVVXPSWLRQVWKH’5IRULVZKLOHIRULWKDVEHHQ
SUHGLFWHG WR EH  7KHVH ILJXUHV LQGLFDWH WKH LQFUHDVH LQ WKH SHQVLRQHUV DQG QRW
SURSRUWLRQDOLQFUHDVHLQWKHZRUNHUV,IWKHSHUFHQWRIWKHFRQWULEXWLRQUHPDLQVIL[HGIRU
WKH SHULRG 55ZLOO GHFUHDVH IURP  IRU  WR  IRU  7KH
FRPSDULVRQEHWZHHQSUHGLFWHGYDOXHRIWKHUHSODFHPHQWUDWLRIRUDQGWKH
UHDO RQH  VKRZV WKDW DFFRUGLQJ WR WKH DVVXPSWLRQV SHQVLRQHUV VKRXOG UHFHLYH
KLJKHU LQFRPHWKDQDFWXDORQH7KHUHDVRQLVWKDWQRWDOOFRQWULEXWLRQVLQSUDFWLFHDUH
EDVHGRQ WKHDYHUDJHZDJH$VDPDWWHURI IDFW WKHSHQVLRQHUVZRXOG UHFHLYHHYHQ
ORZHULQFRPHLISHQVLRQVDUHQRWIXQGHGIURPRWKHUVRFLDOVHFXULW\VRXUFHVLQDGGLWLRQ
WR WKH SHQVLRQ SD\PHQWV FRQWULEXWLRQV 7KH VRXUFHV DUH VWDWH %XGJHW DQG WKH
8QHPSOR\PHQW)XQG
7KHPRYHPHQWRIWKH’5RYHUWKH\HDUVVKRZVKRZWKHQXPEHURIZRUNHUVµSD\LQJ¶IRU
WKHVLQJOHSHQVLRQHUVFKDQJHV7KHORZHULWLVWKHKLJKHUWKHSHUFHQWDJHRIWKHSHQVLRQ
LQVWDOOPHQWVKRXOGEH
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’5WKHUDWLREHWZHHQZRUNLQJSHRSOHDQGSHQVLRQHUV
7+(,1)/8(1&(2)7+($55($56,162&,$/6(&85,7<)81’
$PRUHUHDOLVWLFIRUHFDVWVKRXOGUHIOHFWWKHH[LVWLQJGLVFUHSDQFLHVEHWZHHQWKHLQFRPHV
DQGWKHH[SHQGLWXUHVRIWKH6RFLDO6HFXULW\)XQGUHVRXUFHV
)LUVW WKH FRQVLGHUDEO\ VPDOO FRQWULEXWLRQV FRPLQJ IURP WKH SULYDWH VHFWRU ZLOO
VLJQLILFDQWO\ LQIOXHQFH WKH IRUHFDVW 6RPH ILJXUHV VKRZV WKDW WKH UDWLR EHWZHHQ WKH
DYHUDJHZDJHLQWKHSXEOLFVHFWRUDQGWKHPLQLPXPZDJHIRUWKHFRXQWU\LVIRUWKH
\HDU7KHQXPEHURIWKHHQVXUHGHPSOR\HHVE\WKHLUHPSOR\HUVRUVHOIHQVXUHG
LQ WKHSULYDWHVHFWRUDUHRI WKHWRWDOQXPEHURISHRSOH LQ WKHSULYDWHVHFWRU$QG
PRVWRIWKHPFDOFXODWHWKHLUFRQWULEXWLRQRQWKHORZHVWLQFRPHOLPLW
6HFRQGWKHDUUHDUVRIWKHSXEOLFVHFWRUWRWDOHGWRRIDOOFRQWULEXWLRQVLWVKRXOGSD\
:LWKWKHDERYHFRQVLGHUDWLRQWKH55VKRXOGEHZKLFKLVPXFKORZHUWKDQWKH55
ZLWK WKH  DVVXPSWLRQ WKDW DOO ZRUNLQJ SHRSOHPDNH LQVWDOOPHQWV SURSRUWLRQDO WR WKHLU
LQFRPH ,Q WKH ODVW FDVH 55 VKRXOG EH  7KH GLIIHUHQFH LQ WKH DERYH ILJXUHV
VKRZV WKDW LI WKH SHUVRQ LV PRWLYDWHG WR PDNH UHJXODU FRQWULEXWLRQV WKH SHQVLRQ
UHVRXUFHVZRXOGEHPXFKKLJKHUZLWKWKHVDPHLQVWDOOPHQWOHYHO
$JLQJVWULFWXUHZRUVHQVWKHSHQVLRQV\VWHP,QRUGHUWRNHHSWKHOHYHORIWKHDYHUDJH
SHQVLRQWKHSDUWRIWKHFRQWULEXWLRQLQWKHLQFRPHVKRXOGLQFUHDVHIURPWR
,19(67,*$7,212)7+(())(&72)3266,%/(5(7,5(0(17$*(,1&5($6(
2QH RI WKH SRVVLEOH VROXWLRQV WR WKH QHJDWLYH HIIHFWV RI WKH DJLQJ VWUXFWXUH RI WKH
SRSXODWLRQLVWKHUDLVHRIWKHUHWLUHPHQWDJHIURPWRIRUZRPHQDQGIURPWR
IRUPHQ,I WKHLQFUHDVHLVHYHQO\GLVWULEXWHGRYHUWKH\HDUVUHWLUHPHQWDJHLQFUHDVHV
E\RQH\HDUHYHU\\HDUWKHWUDQVLWLRQSHULRGZLOOEHIURPWR7KH’5ZRXOG
LPSURYHFRQVLGHUDEO\LQWKLVFDVH
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,I ZH NHHS WKH DVVXPSWLRQ WKDW DOO ZRUNHUV SD\ DOO GXH FRQWULEXWLRQV RI  RI WKH
DYHUDJHZDJHWKHSHQVLRQOHYHOZKHQWKHUHIRUPFRPSOHWHVLQZRXOGEH
RI WKHDYHUDJHZDJHDQG LQ ,I WKH OHYHODWRI WKHDYHUDJHSHQVLRQ
VKRXOGEHNHSWWKHSDUWRIWKHFRQWULEXWLRQLQWKHLQFRPHVKRXOGFKDQJHIURPLQ
WRLQDQGWRLQ
:KHQ WKH IRUHFDVW UHIOHFWV WKHGLVWRUWHG IORZRI IXQG LQ WKH6RFLDO6HFXULW\)XQG WKH
FKDQJHLQWKHSDUWRIWKHDYHUDJHSHQVLRQZRXOGEHIURPRIWKHDYHUDJHZDJHLQ
WRLQDQGLQ
7KH LQFUHDVH RI WKH SHQVLRQ DJHZLOO KDYHPHGLXPWHUP HIIHFW LI WKH DJLQJ VWUXFWXUH
FRQWLQXH $QRWKHU SRVVLEOH VROXWLRQ WR FRPSHQVDWH WKH QHJDWLYH LPSDFW RI WKH DJLQJ

’XHWRWKHXVHRIWKHPLQLPXPZDJHFRQWULEXWLRQFDOFXODWLRQDQGWKHELJDUUHDUV
VWUXFWXUH LV D FRQVWDQW LQFUHDVH LQ WKH WD[HV ,W LV LPSRUWDQW WR VWUHVV WKDW LW ZLOO QRW
LQFUHDVHQHLWKHUWKHPRWLYDWLRQRIWKHZRUNHUQRUWKHPRWLYDWLRQRIHPSOR\HUWRFKDQJH
WKHLUEHKDYLRU
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,QWKHOLJKWRIVWUXFWXUDOUHIRUPVWKHUHIRUPLQWKHVRFLDOVHFWRUSOD\VLPSRUWDQWUROH
$JOREDOVRFLDOVHFXULW\UHIRUPLVXQGHUZD\QRWRQO\LQFRXQWULHVLQWUDQVLWLRQEXWDOVRLQ
GHYHORSHGFRXQWULHV7KHPDLQUHDVRQIRUUHIRUPVLVWKHFROODSVHRIWKHVWDWHSHQVLRQ
V\VWHPV
7KHUHIRUPLQ WKHVRFLDOVHFXULW\ LVDZKROHVHWRIVWUXFWXUDO UHIRUPVRQ ODERUPDUNHW
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